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the by the Secretary

At their meeting on 30th and 31at Janua 1961, th
Ad Hoe Study Group(1) Ry 13015 the

(1)

(2)

(3)

(4)

invited the International Staff to prepare a draft
report in the light of the discussion in the
Group;

agreed that this draft should be considered by the
Vorking Group on 01l Statisties, meeting on
14th Februery at 10 a.m. and probably on the 15th:

agreed that the Report, revised in accordance with
the decisions of the Working Group on 01l Stetistics,
should be circulated to the Ad Hoc Study Group not
later than 1st March

decided to consider the draft Report at their next
meeting, to be held on 14th, 15th and possibly
16th March."

2. In accordance with the above dscisions, the International
Staff has prepared the attached draft report wvhich has been
revised in the light of the discussion held in the ‘/orking Croup
on 011 Statistics meeting on 14th, 15th and 16th February, and
of contributions made by certain delegations,

OTAN/NATO,
Parias, XVlie.

(1) Ac/127(0)-R/2, Item IV.
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3. ian advance copy of this paper has already been
circulated informally to delegations.

(signed) M. JORDAN
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AD HOC STUDY GROUP OH SOVIEZT OIL FOLICY

Draft Report to the Committes of Economic Advisers

I. DUCTION

1. Impressed by the increasing activity of ﬁm iet Bl
in the world oil market, the Committee of Eeonomic Mvis::ra, fmoc
October, 1960 recormended thot the Council set up an Ad Hoo Study
Group on Soviet 011 Policy. At their meeting of the 2nd November,

1960, the Council approved this proposal(1), with the following
terms of reference for the Group: ) R - :

(1) to study the present and future treénds of Sino-Soviet
bloc ail exports, including:

(a) production and..consumption in the bloc;

(b) effects on world markets of bloc trading practices
in NATO countries and elsewhere;

(11) to attempt to assess the significance of future blog
: oillgxporta t0 NATO countries and to the rest of the
vorld:

(111) to endeavour to determine the considerntions on which
- member countries nlght base thelr poiicies in face of

- increasing exports of Soviet 0il, and of their likely
"impact on the free world;

(iv) to report its finding to the Cormittee of Cconomic
AMvisers, . ) e :

2. In addition, the Council, in a private meeting,
specified that the terms of refersance should be understood to
include the question of sale and chariering of tankers to the
Soviet Union. L L

3. The .A1 Hoc Group on Soviet 0il Poljicy, under the
Chairmanship of Mr., K. Stock (United Kingdom), has met on the
9th December, 1960, 30th and 31st January and 14th and 15th Harch,
1961 to carry out the task given to it by the Council. In the
intervale between thege meetings, special working groupe
prepared the statistical material, reviewed special problems
related to eoil transport and assisted in the drafting of the
I‘epO!‘t-

(1) c~-r(60)L41, Item VI.
-3 N.TO CONFIDTLNTIAL
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T The present report of the Ad Hoc Group is now submitted
to the Committee of Lconomic ,dviseras. It is divided into the
following main sections:

- Sino-Soviet bloc oil exports; Paragra to

- Lffects on world niarkets of Soviet Pa' phs 5 37
bloc o0il exports; ragraphs 38 to U5

- Significance of future Soviet bloc

0il exports for individual NATO Paragraphs L6 to 54
countries;

- Considerations on which member

countries might base thsir Paragraphs 55 to 70
policies;

II. SOVIET BLOC OIL IXPO RTS(1)
I 0il Production in the Bloc

5e The Russian o0il industry dates back to the last century,
when the famous Baku oilfields in the Caucaucus enabled Rsasim to
become the world's leading exporter. At the beginning of the
first world war Russian production amounted to nearly one-fifth of
world output. Production fell after the 1917 Revolution but in
time recovered to 21 million tons in 1932 and same 30 million tons
in 1939. (Roumanian production in 1939 amounted to 6.2 million
tons. In the USSR output fell by about one-~third during the Yar.
Since then it has risen sharply =« fourfold in the last decade to
reach 148 million tons in 1960. As the output in the free world
increased slightly less rapidly, the share of the USSR in the world
output of oil rose to 14%. In 1960, including other Commnist
countries, the total output of the Soviet bloc amounted to 167
million tons, representing some 16% of the world total.

6. The present high rate of agrowth in bloc oil production
can be expected to continue for some time. The p.cvduction target
under the current Seven-Year Plan in the USSR is 230-240 million
tons by 1965, and a tentative target haes been set of 350-400
million tons by 1972. In view of the current successss in
expanding production and the growing effort being put into the
search for oil, it appears that it will be well within the USSR's
capacity to meet even the higher production targeta. Crude oil
production in 1961 is now expected to reach 164 miliion tons,
nearly 8 million taons sbove the original target under the Seven-
Year Plan. As USSR oll rescrves are exploited at a very slow
rhythm (about 2% per annum) it is coammonly asserted that
production might easily reach 270 million tons in 1965 providing
the necessary transport facilities, which seem to be insufficient

(1) Throughout this report the term "Soviet bloc" 1s used: aceount
has, however, bcen taken of the fact that import requirements
of China will bo met by USSR oil. .. . .
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at present, arc thon availeble. Roumanian output, the largest
in the bloc outside the USSR, is only expected to rise by about
1% a ycar to reach 12,2 million tons in 19G5. In Communist
China, oil output, whilc still reletively small, is expected to
rise very rapidly in the next few years, although it will
probably not cxceed 7.5 million tons by 1965. In 1965 the bloc
may account for sbout one-fifth of world oil production, (A
?icakdownlor Soviet bloc production of oil by country is given
annex 1.

Te Since the pattern of energy production in the USSR is
cntirely planned, oil production may at any time bc adjusted to
take into account changes in the production of other kinds of
encrgy. USSR oil production therefore seems tc a large extent
dcpendent on the production of natural gas vhich in 1965 is
planned to rceach 150 billion cubic mctcers against 30 billion in
1959. This expansion of grs production is depcndent upon the
construction of an important network of pipelines, storace and
distribution facilities. .iccording to thc estimates of the
Seven-Ycar Plan part of the energy requirements met by oil and
natural ges should rise respectively from 24,2% to 30.3% for oil
and 5.455 to 17% for gas between 1958 and 1965,

B. Bloc Oil Exports

8. Before the first war and again in the 1930's, Soviet
oil was a factor on thc world market. Exports rose to a peak of
6 million tons to Vestcrn Eurcpe in 1932, According to USSR
sources thoir oil accounted for 1i4% of total oil imports of
Viestern Tlurope in the poriod 1925 to 1935 and 195 during the
years 1930 to 1933. (It should be borne in mind thet these
perccntages refer to a market in which o0il did not play its
prescent decisive role as a source of encrgy.) iAfter 1932
exports declined and in 1938 amounted to only about 1 million
tons to Western Durope. The reasons for this 4 .cline were
probebly the greatcr demand of the Russian internal economy for
oil and the mechanisation of their military forces, During
Vorld War II Soviet 01l exporte disappearod but since then they
have once again become important. In 1953 they were little more
than 4 million tons: by 1959 they had rcachcd about 25 million
tons, including exports o other members of thc bloc. (A table
showing intor-bloc oil tradc is given in /jnnex II).

9. If the Soviet dloc oil exports to the free world are
considcred as a whole, they have tripled during the last four
ycars to rcach about 21 million tons in 1960. Thesc cxports
still roprosent only 6¢9; of the oil movirng in international trade,
or rclatively less than the pre-war contribution of the USSR to
the world oil trade, but the head of the USSR oil expori agency
has stated that the intontion is to regain the USSR's former
sharc of the market, although no datec has beon announced for
reaching this goal.

—5~ NATO COHFIDENTIAL
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10. Detaile of Soviet bloc 0il exports are found in ..nnexes
III and IV, from which it appears that thc grecater part of the
Soviet bloc exports to the free world are directed to the world's
najor importing arca. the industrialised nations of Western
Europc. Thus threc-~quarters of the crude and products exported
werce shipped to free Europe in 1960. Countries outside Europe
have offcred a smaller narket for Soviet bloc oil, but Cuba, the
U/R end Japan have imported substantial quantitics of oil fram
thc Soviet bloe. ©Soviet bloc o0ll has bcen taken by an inercasing
number of countries, espcclally outside Europe. Jmong the
nowcomcrs can be mentioned for example, Horoceo, Tunisie, Guinca,
Cuba, Brezil, Uraguay, Indies and Japan. .. few countries have
inercased their imports to the point where they are almost
exclusively depondent on bloc oil, i.ec. Cuba, Finland, Iceland
and perhaps Guinca. 7The U/iR, which, in recent ycars, covered
ncarly half of her oil rcquirements by imports from the Lloc, will,
with the expansion of her damestic oil industry, probably take
loss Sovigt oil in the future.

11. Tho fact that Soviaet bloc countrie: 4o not disposc in
thc free world of markcting organizations or refining an
distributing facilities presents an obstacle to their o0il exports.
In countrics where the government owns all or nart of these
facilities, this difficulty is easily ovcrcome (for examplc.
Egypt and /rgentina). In some instances, governments of
importing countriocs have found ways to use tho facilities of the
01l companies to handle Soviet bloc oil, e.g. jn Cuba, wherc all
the facilitics wcre taken over, or in Finland Iceland, where
the western conpanios - under pressure from the ‘governmonts -
have agrecd to handle importcd Soviet bloc oil. In India, a
request from the Government to this effect was lator withdrawn,
whilc the Cingalese Government is considering legislation waich
would cnable it to use the facilities of the oil companies for
handling Soviet bloc oil. In certain countrics some companies
havc facilitated import and handling of Soviet bloc oil. The
Soviets arc also able to doal with some large-scale consumers,
such as railways, power stations, and large industrial concerns.
The present insufficicnty of refining capacity in the bloe
explains the offort of the bloc export agencics to sell crude
oil., It appcars, however, that the dcvelopmont in bloc
countries .or refining capacity will enable them to sell a
groater proportion of refined producta, Besides increasing the
value of bloc exports this would facilitate the taking over of
a larger share of the Duropean market for products, such as fuel
0il, which roquire no grcat investments.

12. /iAlthough sane information is available about the exports
of Soviot bloc o0il included in -existing trade agreecments (see
.nnex V), 1t is hazardous to forecast the growth of exports by the
Sovict bloe in the ncxt fow yecars, since this depends on many
factors in tho bloc and outside. The quotas of oil included in

.10 CONPIDINTIL.L -
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tradc agrcoments do not give a precise indicotion of future
imports; in some cescs thcy may be cxcceded, in others not
fulfillcd. However, in the view of the Group, it is a plausible
possibility that sonic 50 million tons of Soviet bloc oil will
bc available for export to the froe world by 1965 - againat

some 20 million exportcd in 1960, This, of coursc, does not
cxclude the possibility that the level of exports will, in
practicc, be largcr or smaller. If, for example, production in
thec U3SR were to rcach 270 million tons in 1965, this would
lcavoc 80 million tons for export. The Oroup agrees that for the
purposc of the proscnt report the fipure of 50 rillion may be
acccptcd as an illustration of likely Sovict bloc oxports in
1965 unless spccial steps arc taken to limit thesc exports.

c. Import practices by NATO Countries

13. According to information provided by member coantries,
diroct imports fronm the Soviet bloc of crude and producte are
subject to administrative controls, i.e. liccensing, except for
irmportas of crudc oil in Italy. JAnnex X gives a summary of the
situation in this respcect in NATO countries. In most caescs,
import licences arc granted automatically within the limits of
amounts forcscen in bilatoral tradc agreements, which tcnd to be
more fully roeached for products than for crudc oil.

144, Discussion in tho group shows that trade in products
derived from Sovict bloc crude betweon NATO countrics or botwoen
HATO and non-NATO countrics is quitc substantial. Such trade
consists” eithor of rc-cxports of Soviet bloc products or oxports
of products (including output from processing arrangemcnts)
derivcd from Soviet bloc crude trcated in U'estern rcfincries.

It is likcly that most countries where products of Soviet origin
arc dclivered indircectly through vestern countries are not abloe
$0 choeck the volumc of such imports, if, as may be thc casc, they
arc rcgistorcd by thc customs authoritics as western products.

In ordor to take into account the final usage of soviet oil,

e working group has invitéed members to provide information about
the oxtent to which their authoritics cxercisc control of exports
of crude oil and products, end an indication of tho mecans at their
disposal to chock thc origin of the oil importod

D. Transport Problcms

15. In Soviet countrics, transport has long boen a bottle-
nock which has hacpercd the full dcvelopmont of cxlsting cconomic
rcsources, and caused difficulties to the Soviet planncrs. The
transport of 0il, in particular, prescnts a scrious problem, as
the oil ficlds in the Soviet bloc arc not locatcd particularly
ncar ports or industrial ccntres, which arc thdé rain consumers.

i large sherc of oil transport requircments (about 605 in 1958) 1is
rict by the railways in thc USSR (the eorrcsponding figure for the
Unitod Statcs in 1955 is close to 5%). To fulfil its programme

-7~ ATO CONFIDUNTLL
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of oil c¢xports in the coming ycars, thc Soviet bloe will necod
largcr transport facilities. 1In this respect, it is to be noted
that the various mocans of transport arc to some extent inter-
changcablc: for cxamplo, completion of the pipelines carrying
Sovict oil to the satcllites and to Baltic or Pacific ports
would grcatly rclicve the overworked railway systam in the bloc,
and would also rcduce the decmand for tankcrs to carry oil from
Black Sca ports to northern Zuropcan countrics and Japan,
Convcrsely, if thc Soviet bloc had no difficulty in mceting its
tankcr damand, the completion of, for example, the pipclinc to
the Baltlc would bc lcss urgont, sinec oil could be carricd from
Black Sca ports, as has bcen done up to now. It 1s, however,
likcly that complction of the pipclinc progremme will in any casc
bc given a high priority in Soviet bloc planning. In the
following paragraphs, cnly pipelincs and tankcrs are dcalt with.

(1) Pipclincs

16. The Sovict Union aims at mceoting 35% of oil transport
recquircments by pipelinc in 1965, against 15% 4n 1958(1). The
cxpansion of thc systcm of oil pipelines, apart from its cconomic
and military advantagces, would relieve the ovorworked railway
system. The largo cxpansion of natural gas production also
rcguircs an claborate notwork of gas pipclines, and thc total
toanage of stcel involved in those production programmes is very
substantial. The present seven-year plan provides for the
construction of some 25,000 km.(1) of o4l pipelinc and ncarly
20,000 km.(1) of gas pipcling; this rcprcscnts some 7-9 million
tons of steel pipc, nninly large-diamcter pipe, in addition to
the normal requircnicnts of industry and other users. Certain
pipelincs of dircet significancc for the cxport capability of the
Soviet bloc are includcd in tho pipelinc programme, 2spocially
the following:

(1) the Satcllite Line which will carry ¢*l from the
Urals to thc satellitos. This project, which is
planned for completion betwcon 1961 and 1963, is
cxpocted to have a capacity of 11.5 million tons of
crude oil in 1965, a capacity vhich will later bo
inércascd to 25.5.million tons:

(11) +the Baltic Linc. Reports have ropoatodly appeared of
plens for a pggolina to bring oil to the port of
Klaipcda, mainly intonded for cxports to Scdndinavia
end northcern Turopc. Thc roports do not coincide,
and 1t eppcars that tho projcct most likcly to be
carricd out is that of a trunk linc from the satcllite
linec, If a pipeline of this kind is camploted by
1965, 1t will greetly .rcducc tho tanker roguiremonts
for 011 cxports to the northern Duropean market, .and

(1) These figurcs are quoted from SH.PEL documcnt 1470.3/17,
dated 21st January, 1961.

IL,.,TO CONFIDENTL..L -8~
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it will make it advantageous to use amall-sized tankers
for cxports to thc countries in this area:

(111) thc Trans-Siborian Line, which would carry oill from the
Urals through Siboria to a port at thc Pacific coast,
probably Vliadivostock. This linc, which would also
cover oxports to China, would cut tanker rcquiremcnts
for cxports to the Far Dast if it wcro decided to pump
the oil by pipeline and ship it by tanker from
Vliuadivostock. It is doubtful vhether this would be an
cconomic proposition,

Thoe construction of these lincs alonc, which emount to some
10,000 km., would rcquire about 2.5 million tons of stccl.

17. The capacity of thc Sovict bloc stecl industry to
produce steel pipo of all types is considcrable, and is given

‘troat emphasis in thce proscnt scven-yoar plan(2}. The strel tube

production in the USSR in 1958 amounted to about 4.6 million tons(2)
tnd the planncd production for 1965 is 9.2 million tons(2). To
this should be added the capacity of the satcllitc countrics: tho
Soviet~occupicd zone of Gecrmany plans to incrcasc its production
from about 125,000 tons in 1958 to 300,000 in 1965, and also
Poland, Czcchoslovekia, Hungary and Roumenia have a production
capacity for steol pipe, although mostly for small-diamcter types.
The USSR importcd about 150,000 tons of pipc in 1958, but she was
s8till a nct cxportcr of this commodity; most of thc oxports went
to China and the satcllitecs, and only small quantitics were sold
to free world countrics. Since then, the Soviet bloc has become
en importcr of substanticl cuantities of pipc, largcecly intcndecd
for the camplction of thec bloe pipeoline programme., In 1959, USSR
imports inerocased to 500,800 tons, of which more than 300,000 wcre
from tlostcern countriea(1’.' Imports from the frce world in 1960
includod a fcw thousand tons_of pipe and fittings from_the

United Xingdom, [/ _/ tons from Gcrmany, and

tons from Italy. Fronch stccl manufacturcrs have also becn
approvoed by Russian purchascrs with domands for stcel pipes, but
so far the policy of the French Goverament has been to discouragc
such oxports. Outsido the NATO area, the bloc hds purchased pipe
in fustria, Swoden and Japan, The fLustrian delivcrics in 1
amountcd to gbout 900 km. of pipe(2) (i.c., probably 150 to
200,000 tons); Swedcn has just signed a tradc agrcoment with
Russia, providing for the supply of 45,000 tons of pipe yearly
from 1962 to 196L, end necgotiations are rcportcd to be under way
with Japan for the purchase of 270,000 tons of large-diametcr

pipc.

(1) These figures arc guoted from SHAPE dccument 1470.3/17,
dated 21st January, 1961

(2) Sec SHAPE document AG 1470/3 INTEL, dated 2nd February, 1960.
N/TO CONFIDENTIAL
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18. It has been cstimated that if the overall pipe reguire-
ments in the Sovict bloc are comparcd with the capabilitics a
yoerly defielt cxists of some 100,000 to 150,000 tons of large-
dionctcr pipe. This quentity would have to bo met by imports from
the frec world to avoid dolays in tho complction of the pipeline
programmc, '

19. There seems to be little doubt that the completion in
time of the Sovict bloe pipecline systam will inercase the Sovict
bloc 01l cxports capabllity. It ic also a fact that Western
deliverics of large-diamctor pipe and equipment for the pipelincs
arc assisting tho Soviet in complcting their pipcline construction
programme.

(2) Tonkers

20. The present tanker flcet of thoe Soviet bloc is ~stimnted
at cbout 1.1 million d.w.t., or 1.8% of the total world tankcr
flcct, the larger part sailing under USSR flag. (For details see
table VII). For the purposc of this study, it is assumed that the
tankcr tonnagc belonging to the satcllitces vill counterbalance
roquiraments for intcr-bloc maritime transport, leaving the
cquivalent of the USSR tanker flcet frce to deal with transports
to the outside world, ,

21, The Soviet bloc exports of o0il in 1959 and 1960 wecre
mainly to free Durope and therefore involvod a relatively short
haul from Black Soa ports where nearly the entire Soviet bloc
exports arc loaded. Small gquantitics also go from the Baltic
port of Klaipeda, It has bcen ostimeted that the tonnage required
to ship tho Soviet bloc oil exports in 1960 amounted to
approximately 2.5 million d.w.t., i.e., more than twico thc present
Sovict tanker flcet. or about L% of total world tanker tonnsage.

22, As the 8oviet bloc tanker flcet is not ,ufficient to
carry all Sovict exports of oil, a considerable portion of those
cxports has bcen shipped on frec world tankers chartercd by the
Sovict bloc countries, This has boeen facilitated by the stato
of tho world tankcr market. C '

23. Sincoc thc summer of 1957, therc has bcen a serious
dcpression in the tankcer narket.  Rates have boen very low
(varying around Scale less L5%), just encugh to cover operating
costs for ships of 30 - 35,000 d.w.t., and insufficlent to cover
cven operating ocxpenses for most smaller tankers., There are
scvcrel rcasons for the depressed tanker markct among which one
may nention cspccially the fact thet the flcet of ncw tankers
ordcred at thc tinmec of the Suez erisis has lcd to a surplus of
tanker tonnage. In 1959 this surplus was ecetimated to be about
18%, and it is oxpected that it will last for some years. One
clcment tending to 1imit demand for tankers has boon the United
States import rostrictions for oil, which have led to a dcecroasc

N/TO CONFIDENTIAL =10~
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in thc tankcr tonnage necdcd to carry Venezuclan and oth
the United Statcs. - ther oil to

24. The demand for tankers - ¢specially for small tankers -
from the Sovict bloec has becn oxtremely important. It has been
estimated that for the period 18t January, 1959 to 1st Merch
1960, about 16% of short-tcrm charter contracts for tankers was
for Black Sca loading, and the corrcsponding perccntage for
tankors under 20,000 d.W.t. cven reached 27 per cent. Owing to
the restrictcd capacity of most Black Sea ports, the degrece of
compctition from thc larger tankers is less severe for loading in
the Black Sca than clsewhere, and thoe ratcs paid for these
loadings to the amallcr tankers tend to be correspondingly
higher, It 18 to be noted that the expcrts of Sovict 0il do not
leoad to any grocater usc of frec world tankers: the transportation
of  Soviet oil is morcly substituted for that of cil from other
sourccs, mainly from the Middle Bast., Insofar as thc distance
for Soviet o0il is shorter, there is cvcon probable reduction in
tho use of free world taxkcrs, However, Soviet o0il oxports have
changed the shipping pattcrn: some owncers of tankers have "
bcnefited from thesc oxports, whilc othor tanker owners have fclt
thc dopression morc strongly.

25, In 1960, somc .mcrican o0il companics attcmpted to
rcastrict chartoring of tankers to Sovioct bloe countrics by
blacklisting tanker owners who contracted to carry Soviet oil.

/. study of thc tonnage chartercd for Soviet oll exports in the
first and second halves of 1960 - i.e., beforo and after the
boycott was doclarcd - shows that thec number of contracts
rcported during the sccond half of 1960 is consideorably smaller
than that rcportcd during thoe first half of the year. Thus

the reactions of tho oil companics led many owners to abstain
from chartering thelr vesscls for the transport of Soviet bloc
0il, but the total tonnage made available for Soviet bloc
countrics 4id not docline.

26. It has been cstimatod that in 1965, the dcmand for
tankers to ship Soviot bloc o0il exports will rise to some 3.5 to
4.5 million d.w.t. Obviously, this figurc is basod on a number of
assumptions concerning the quantity cxported, tho goographical
distribution, the offccts of the pipcline construction programmo.
thc average spoeod of tankcrs used, etc.

27. Information about the Sovict bloc tanker flcot in

1965 is also available, although 1% naturally should be
considcred with all duc rcserve. On the baais of information
about tanker tonnage to be built in bloc shipyards, thc total
bloe tanker flcet will rcach 1,9 million d.w.t. in 1965. Tg#ing
into account the deliveries expcctoed to take place from Italy
and Jopan on tho basis of contracts already nogotiatod,dthct
sovict bloc tenkcr flecct in 1965 may roach /2.1 million d.w.t./.
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28, In order to mcct thig apparcent dcficit in tankcr
tonnage in 1965 of between é}. and 2.6 million d.w.t., various
possibilitics arc opcn to thehbloe: they could chartor free world
tankers purchase tankers in the freoe world, cither by ordcring
nocw tankcrs from frce world shipyards, or by purchasing uscd
tankers vhonever they may be available, or step up the tenker
construction programmec within the Soviet dloc. Tﬁe chartering by
thc Sovict blge of_frec world tankers would bec facilitated by the
fact that a ggrgo part of ¢ cr tonnage is not undcr direct
control of I governments, owever, those tankere arc
traditionally used for the transportatlonor Westcrn oil, and,_to
this cxtent, eome influcnce might be excrted on their owners,/

It is also to bc notecd that by chartcring frec world tonkers,
Sovict o0il exports havc recently been transportcd at cxtromely
low cost, owlng to the depresscd level of freight rates and that
this advantage for the Soviets may not prevail in the future.
Known orders for thce construction of tankers in the Soviet “loe
(mainly USSR and Poland) a8 of 30th Junc, 1960 amounted to

12 ships totalling sorwc 200,000 d.w.t. The USSR has planned thc
construction of morc than 450,000 d.w.t. tankers during the
period 1961 to 1965. /. ccording to a SHAPE document on Oil and
Gas Problems in tho USSR dated 21st January, 1961 only two
tankcrs of 27,000 d.w.t. were under construction in the USSR and
nonc worc on order from Poland Should the Sovict bloc dccide to
incrcaso sharply tho construction of tankers they would have to
ovcercomc a scrious shortage of steel., Two tankors in the
Nethcrlands arc undor construction for Panamanian intorests, but
aro known to be ultimatecly destined for the USSR. With the
oxcoption of thesc ships and the planncd construction in Itely of
two tankers for tho USSR, no N.TO country has at precsont any
ordors for tankers for thc Soviet bloc. Outside N.TO, only Japan
and Swoden orc in a position to undertakc construction of tankcrs
on a largc scalc. Thc qucstion arises what counterpart the
Sovicts would be in a position to offer in order to pay for the
chartcring of thc purchaso of tankers; it is possit?o that oil
would be offcrcd in cxchange, thus inercasing the pressure of the
Soviot ¢il exports on the world markct. If, for somc reason, the
complotion of the pipclincs programme wore &olaycd in Russia, the
noed for tankors from Black Sca ports would increaso.

29. In tho light of present poclicy and the prescnt dcprcessed
statc of tho tankor market thorc is no reason to suspoct that the
Sovict bloc countrics would havc very great difficultics in
finding the tankcr tonnage which would be reguired to carry
50 million tons of Soviet bloe 01l dxports in 1965. If the
Sovict bloc thought it ncecssory, a speeding up of the tankecr
construction progromme in bloc shipyards would probably not
present major difficultics, especially since resourccs otherwisc
planned to be uscd for construction of freighters could be
divggtod to this purposc, and freighters bought from the frce
world.
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E. Sovict Txport Practices

30. 01l supplics in the Soviet bloc cro a monopoly of the
statc and exporis to thc frce world are handlecd by the stato,
opcrating in the casc of Russia -~ tho primary sourcc of Sovict
bloc suppllices - through a single export agency. By virtuc of
this ccntralisod state control, thc export of Soviet oil is
managed under conditions which confer inherent organizational
advantages on the Sovict bloo by camparison with Viestern
comtacrcial supplicrs opcrating in competition with each other.

31, Both thc scalc and direction of Soviet oil oxports are
subject to centraliscd govermmcent control. In dotermining the
quantitics to be madc available for export the Sovict bloc is
ablc, 1f 1t wishes, to givc ovorriding priority to roquirements
for thc homo mnrket rathcr than for export. Given thc importance
which is attached in the Sovict bloc to rapid industriali.ation
and tho largo oxpansion of indigcnous onergy supplics which 1is
rlanncd to fuel this cconomic oxpansion, the major part of
Soviet 01l production will continuc to be absorbed at homo.
Important though oil oxports may be for the forocign tradec of the
bloc or as a moans of obtaining foreign currcncy, thoy will
ropresent only a marginal part of total oil output, and it will
bc opcecn to the 8ovict authoritics to tailor thc marginal
guantitics for cxport to fit any unforesccn variations in the
dovclopmont of their internoal cnergy budget,

32, It is cgually opcn to tho Soviet bloc to doterminc the
dircetion of thceir 0il cxports in the light of political and
cconomic considerations and to vary the pattern of their exports
in a nanncr which is boyond the reach of Western suppliors
opcrating on a commercial footing. Between the last two wers
when Russia was an important international supplier of oil,
cxports of Russian o1l wcre marketed in 2 numbor of countries
through Ruscian-owncd concorns with oil feeiliti.s and other
invcstmenta in the ruarkcets which they sorved:; but before the
last war all thesc overscas investmonts werc disposcd of, and
this 18 s8till the situation today. The Sovict Bloc sclls on the
world markct a small margin of its tntal oil production and has,
so fcr, shown no signs of committing itsolf to capital inrcet-
ment in the morkets where Sovict oil finds an outlet, ‘'hero 1t
cmbarks on, for cxample, a rofinery project, it docs so as part
of its nid programmc, and not as the owncr and oporator ¢ the
cntcenrise. In short, the Soviect Bloc trades in oil sbroad
puroly as a sellor to countrics, rathcer than in thom, and 1s
tblo to considcr rcducing the level of its cxports or alturing
their dostination without jcopardising ony forcign investment in
i+s 0il trade. So long as this pattorn persists, the cost of the
rcefining and distributing facilities necessary to mnrket_Russinn
0il cxports nakcs no demands on Soviet bloc rcsourecs ana dooa
not cnter into the cost of Soviet oil supplics.
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33. Thec cxport of Sovict oll under the acgis of a single
statc ngency also carrics with it the advantage that merkcts can
bc sought in the form of a bilatcral trade agrcemont negotiated
intergovernmentally, Such agrccmonts can have the effect of
onlisting tho assistencc of a Yestcrn government in mobilising
cxports from their country to scrve as countcrpart for imports of
Sovict oil. In many cascs theso agrecments amount to bartcer deals
and, vhcre they arc arranged over two or thrce years at a timo,
they may be spceinlly attractive to doveloping countries anxious
for assurcd outlets for their cxports in ordcr to plan cconamie
dcvolopment on a stable basis. Countrics in the frec world may
thus obtain a doublc advantage through devcloping oxports which
could not be placod clsewhere in tho frce world, and at tho same
timo sccuring cheaper supplics of oil.

34. On tho other hand, a vested interost tends to resul” in
spocinl cxports to the Sovict bloe which is not nccessarily
rratchod by o couparnble intercst on the Sovict side and which
would not arisc in respect of cil supplics drawn from Yestern
supplicrs. Westcrn suppliers, of course, arc not in a position
to cnlarge or, indced, to maintain their trade in the feoce of
compotition backed by intcrgovernmontal tronding agrccmont, nor
can they very %wcll match the offcers made by tho bloec in some
casos to cccept loecal currcncey in paymcnt for oil supplies or to
oxtend goncrous credit or othor tempting financial termms, Indced,
it mny be supposcd that, having tho rcsources of the state bechind
it, an Export ..gency such as that of tho USSR could always - 1if
the USSR docidcd 1t was worthwhile - better whatover commcreinl
compctition 1s brought against 1it.

35. Sovict motives in pressing the export of cil appenr very
largely to dcterniine their pricing policy. In part, oil provides
a kind of currcncy for sccuring the imports the Soviet nced from
time to time: it is a cormodity widely in demand in ccperatively
fow forms, ‘here thercfore the Soviect eim to make good a shortage
of manufactured and in particular capital goods, as in Wustorn
Europo, thoy may be eonccerncd to keop up prices in order to obtain
the niaximum foroign currcncy with which to purchasc the goods thoy
nocd., On tho other hand, in trading with developling countries,
political motives noy be prcsent: for oxamplc, in the Cuban
arfair, (Indoed, thc Soviet havc a psychological advoantcge in the
underdcveloped world in their insistonce upon the "imperialist,
capitalist, mrnopolist" naturc of the major oil companics: they
clain that tho supply of Sovict oil will liberatc the country in
qucaticn from Gepondonce upon the big Vestorn companios. )

36. But even in the markots of Westorn Buropc, the Soviet
arc pircpared to, and do, cut their pricos to whatever extent they
considc.r nccossary to gain the outlet. In developing countrics
tho low pricc they offer may sometimes bc offsct by a corrcspond-
ingly _ow pricc for the counterpart exports thuy agrec to buy.
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But in all cases, it is the lower price of the o0il that attracts
the importer, and it is with these prices (and not prices
adjusted to take account of the price of the counterpart exports)
that Yestern supplies have to compete.

37. It cannot yet be sald that a main purpose of the bloc's
export drive is t0 undermine the general level of oil prices, but
the Soviet, by the nature and purpose of their operations, do not
have the same basic interest as Western suppliers in maintaining
stability in markets. The truth is that though the costs of
their oil have to be borne somewhere in their economy, the bloc
0il exporters are not bound by the financial disciplines which
the individual commercial enterprises of the "est must abide by.
This 1s shown by the markedly higher prices for oil which the
USSR charges for cxports to the satellites (see Annex VIII).
Soviet costas are not known at all, but they certainly dc not
include a number of charges which "estern suppliers have to meet.
The oil supplies of l/estern countries are drawn overwhelmingly
from countries whose national revenues depend mainly on their oil
exports. The payments which these oil countries receive by way of
royalties and taxes on their oil exports constitute an important
element in the price of VWeatern oil supplies, but no corresponding
charge is borne by Soviet oil exports. The price of Western oil
also reflects the costs of providing the full range of facilitios
for the production, refining and marketing both of present and of
future supplica, whereas Soviet 01l prices do not reflect the
cost of any overseas investment whother for current needs (as has
bean indicated above) or for the growing volume of invcstment
required to safeguard continuity of supply as free world oil
consuniption expands. :

I1X. LFFLCTS ON ''ORLD MAFKDTS OF SOVIET BLOC OIL INTPORTS

38. Since 1958 the international oil market has suffered
from over-supply, and prices have been weak, This development
has taken place in spite of (outside North America) a steady and
in cone areas a considerable increase in demand. The reasons are
twofold: first, following the Suez interruption (as was to be
expceted), an enlargcment of capacity to produce, refine ana
transport oil, and sccondly, the entry into the intornational
tradc of nany ncwcomers concerned - naturally - to break into
ricrli.cts,

39. A large surplus of tankcrs persists which kecepas freight
ratcs low. The scarch for new crude deposits has gone on apace
with successful finds in certain countries; e.g. in North Africa,
from which oil is now flowing to markcts. A numbcr of importing

- countrics have developed oil supplies of thelr own, e.f.,

Argentina, so reducing the scape for the intcernational trade.

LO. Some newcomecrs, with new oil in Venezuela, have »ecn
unable, owing to import restrictions, to ship it to their_lnited
States murkets, and have therefore sought ogtlets in the  astern
He.:ispnere, necessarily cutting prices to that end, Altolécher,
there are rany times riore concerns in the international b::1lness

now than ten or even five years ago.
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L1, The niarket position was already weak, therefore, when
Soviet bloc exports began notably to increase and tc add their
own aggravating influence. Vhen stability will return is difficult
indeed, impossible, to foresee. The factors at work are many and '
comiplex (Soviet oil apart), though past experience indicates that
the surplus situation could change quite quickly. But the
continued increase of Soviet bloc exports -~ concentrated as these
are on a limited number of countries - will certainly contribute
to defer the achievement of stability and will constitute =a
continuing threat to prices.

42. Bloc exports already touch the interests of the
traditional crucde-exporting countries of the Caribbean and the
Middle Last. They were a contributory (though by no means the
main) factor in the reduction of posted prices in August, 1960
which led to the setting up of OPEC (Organization of Petroleum
Lxporting Countries). Lower posted prices, of course, serve to
reduce the oil revenues of thLese countries, based as these are on
the equal division with the concession companies of the profits
arising on the production and import of crude oill valued at the
posted prices." Exporting countries are also affected, however,
by the displacement of their oil from markets by other oil,
including Soviet oil. '

43. Vith the interplay of countless shifting factors, it is,
of course, quite impossible to forecast the scale and pattern of
supplies far ahead with any essurance, but subject to this
reservation, the following table illustrates the possible sources
of oil supplies for Durope if LO million tons of Soviet bloc o1l
arc imported in 1965 (see Annex VI B):

TABLE: SCURCTS OF SUPPLILS TO FRLT mmg
1960 1260

Million % Million &

tons tons

Demand 187.5 100 265 100
Supplies from:

Middle Rast . 122,.0 65.1 130 49,0

llorth and \lest Africa 9.0 4.8 55.0 21.0

Soviet bloc¢ 15.0 8,0 40,0 15.0

Caribbean 25.0 13.3 19.0 7.0

United States 1.5 0.8 1.0 0.5

Indigenous Buropean 15.0 8.0 20,0 7.5

L4, The source suffering the greatcst displacement is with
littlc doubt likely to be the Middle Dast. Conversely, 1f demand
in frec Zurope increases only slightly (seay, 15 pcr anhum) morc
than is supposed in the above tablc, the Hiddle Dast would be
likely to provide the bulk of the extra supplies and to ‘improve
its proportion of the market. The table does illustrate, however,
a number of points,

'5. Tirst, supplies from the Caribbean arc shown ns falling
furthc:. This arceca has already largely lost its former big outlet
in Duropce and nay aot take too hard a further loss. But the drop
in tl.> 1iddlc Zast share of the trade could be substantial, and
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though thc tonnages exported from the Middle Dast to Juro

still show an increase, the gain would be very rnwuach sma{lgg :g:idthe
incrcases of the last few years. Iuch of this displacement of
Iiddle 3ast oll is likely to happen anyway in order to accommodate
thc newly-developing African oil in Buropean markets, but the loss
to the oll revenues of the iiddle Eesst arising from existing bloe
cxports is alrcady substantial. If the bloc cxports in 1965 approach
the scalec shown in the tablc, and assuming that they do not lcad to
further reductions in crude prices, the loss to the }iddle Pust
would become very considcrable, amounting to perhaps 12% of the
revcnucs the area r:iight otherwise have counted on, and restricting

to a significantly slower pace the growth in prospect for its
devcloping ccononies, ;

IV, SIGNIFICANCI OF SOVIET BLOC-OIL EXPORTS 7OR INDIVIDUAL
NATO coumrRizs .
L6. The significance of Soviet bloc oil exports varies from
country to country; price considcrations, the intcrcsts of national

industrics and security aspects all play their réle in frauing
thc attitude of individual countries to these cxports.

47, Private and industrial consumers in all NATO countries
havo lcgitimate interest in low o4l prices. In member countries
whorce production of 0i11(1) or enefgy competing with oil plays
littlc réle in the cconomy .’ national policy, to a large extent,
tends to roflcct consumcrs’' interests. In thesc countries, -
inports of Soviet oil will tend to be regarded as bcnoficial,
insofar as they are cheapor than free world 6il, or insofar as
Soviet competition atrcngthens the bargaining position of the
purchasers of o0il vis-a-vls the traditional suppliers,

L8. In a numbar of member countries, oil industries(1)
rcprescnt an important national assct, and assure national control
of vital supplies. . From an cconamic point of. view, it can conse-
quently be in the national intorcst of these niember countries to
countcract competition from Soviet bloc 0il to thc oxtcnt that it
cndangers further development of their oil industriges, Other member
countrics heve large intcrests in the production of .cnergy competing
with oil, especially coal. 8Some 0f thcem might be concorned if
incrcascd competition fram oil were to thrcaten important national

industrics. . ; . )

49. Imports of Soviet bloc oil are not only niotivated by
prico considerations; in moat countries, trade considcrations
provide an additional motive, oither because certain industries
cxercise pressure for a genoral expansion of tradc with the Sovict
bloc, or because :the governments wish to dispose of products which
it is difficult to sell in the frce world. In somec member countries
with surpluses of egricultural and fishing products, this latter
wish 18 the overriding motivc. When negotiating bartcr dcals with
thoso countries, the USSR insists on thce inclusion of oil, partly,
perhaps, becauso sho would find it difficult to propose sufficient
othcr products of intcrest to her trade partners.

50. The degrecec of dopendence of NATO countrics on Soviet
bloc oll appcars from the following table:

(1) A summary of supply and disposal of crude oil and products
in all NATO countries is found in Annex IX, A and B. .-
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AC/T27(0)-We72

DEPENDENCE ON _SOVIST BLOC OIL IN ITATO COUNTRIES (1960)

('000 metric tons)

Direct lpetained| Total (4
Country |Imports from s | Total |, ( 2 as (1> as (22 as
Soviet b _ Sump~- ,‘ofn.,"ofa‘ of
fat bloo [Ty | Tmworts Lsem ) | O | 63 | )
(0) (1) (2) (3) @) (5 8) | (M
Belgium 355, 4 110,638 7,057 3.3 | 5.0
Denmark 90,0 5,065 5,262 | 1.8 | 1.7
France 977.6 26,100 | 27,300 3.7 | 3.6
Germany (FR)| 2,202.6 . 131,061 ] 29,650 | 7.1 | 7.4
Greece 568, 5 1 2,6u8.5] 2,497.1)21.1 | 22.8
Iceland 385.0 405 | 400 ]95.5 {96.3
Italy 4,055,0 30,987 | 22,385 |[13.1 } 18.1
Luxeabourg - - 192.2 195.3 - -
Netherlands > 57,5 V23,946 | 10,761 0.2 1 0,5
Norway 340.4 3,951.5] 3,635.5| 8.6 | 9.4
: ﬁ?nrtusnl 25,6 1,759.41 1,561.2] .5 ]| 1.6
Turkey - 1,208.5] 1,395.4) - -
Rincion " 208.0 |59,567 |w3,858 | 03] 05
TOTAL 9,262,6 ‘r97,49uif}155.956.5 W7 | 5.9

(e) Figurés in the column 'Dircct Imports’' arc in 'product

cquivalent' crude oil i
show imports of Soviet Bloc o1l ¢

into the NATO arca; 1.0., not tr .in;

crude, or the cffect of process ..g r

-partice.

In column (2), .adjustu.nts
thesc transactions, and the figu-cs

PR § o

orts becins roduced by 7%, and
" 16 point of cntry
into account

ro-oxports, exports of products -ro.. .cd from Soviet bloc
“ang...nte for third

wve bcen made for

. or¢ show the

final usdago of Sovict blw 0il in the NMA'U countrics,

(b) Inland consumption and bunkers.
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51, 0il is & vital commodity in a modcrn economy, end a too
large degrec of dcpendcencce on imp: . “s of Sovict bloc oil involves
spcelal risks., Econouic policy in ithe Soviet bloc is subordinatcd
to political aims to a degreec not rnown in the Vicst. Furthcrmorc
thc narginal role played by foreign trade in their cconomy nay ’
result in changcs of a more abruyt naturc than is common in trade
relations among frce world countrics, A country which covers a
substantial part of its o0ll requi ' . .ents by importing Sovic+ bloc
cil may thercforc find itsclf in & cituation wherc thosc supplics
arc intcrrupted cithcr for political rcasons, or for cconomic
rocasons unrclatoed to its trado with the Sovict bloe,

52, If additional supplies and transport facilities from
froc world sources could bec kert ready to replace, in casc of
intcrruption, supplics othcrwisc furmished by thec Sovict bloc,
thc dangor of dcpendence would obviously diminish, Howerer,
maintenance of such alternativc supply possibilities would dbe
costly and the traditional suppi.crs would havc no inccntive to
bcar thcse costs. Olil-producins countries or campanics are not
villing to cnter into any kind of “gtand-by" agrcement.

53. Any country to a large degree dcpcndont on 8Soviet bdloc
oil also runs the risk of thc Soviet bloc taking advantage of
this situation to cxorcisec political pressurc undcr the threat of
interrupting supplics. This is perticularly dangerous wherc oil
imperts are off-set by coxports of produets which cannot casily be
sold on frecc world nmarkcts. Under a Russian threoat of this kind,
strong pressure is likely to b. exercised by groups reprcscnting
thc scctors of thc econany dc :ndent on tho Soviet bloc market
and' the governncnt might find .t difficult to rofusc conccssions,

54. Tho considcorations abovc arec deliberately limitod to a
pcacotime perspective. It appcars unneccssary to claborate on tho
conscquences of rclying to any considcrablc extent on Sovict bloc
oll supplies in casc of war.

V. GOHSIDE%E!IGHQ'ON J/HICH !MLEBUR COUNTRIES HMIGHT BASE THLIR
4G 1k }

55, It is not the task of the Group to rccommecnd policloes
to bc adopted by NATO countrics. The following paragraphe
contain ecrtain considcrations which are found to be rclovant for
the attitude which mcmber countries may wish to adopt in tho
facc of the incrcesing cxports of Soviot bloc o0il to the froc
vorld. '

Gecneral cqnsidcrations

56. Thc cconomic dcvclopment in the Sovict bloe oil is
lcading to a change in thc cnorgy balance similar to thc ono
cxpcricnced in Western industrialised countrics: an inercasing
sharc of cnergy roquircncnts is boing met by oil and natur.l gas.
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In spitc of this proccss, given prcscent prospccts for rising oil
production, it may be cxpecctcd that Soviet bloc countries will
find thcmseclves with a growing oxport surplus in thoc next few
yoars. Unlecss stops are taken to limit Soviect cxports of oil,
they may risc from about 21 million tons in 1960 to somo

50 million tons in 1965. °Ythile this would not represent morc
than 4% of thc supplics of the frec world as a whole, thoe
corrcsponding figurc would be 7% in the frco world outside
North America, and 159 for free Iuropec.

57. At -prcscent, there is alrcady a surplus of oil in the
world market, and the cffcets of Sovict bloe exports are
thorcfore feit very strongly. Without looking at the situation
in individual countrics, it can be statod gencrally that if the
Soviet share of thc world oil market werc to incrcasc subctantially
in importance, this would proscnt scrious dangers t0 the sccurity '
of thc Alliance:

(2) tho present close links betwcen the West and the
traditional oil-producing countrics would bde
wcakenecd;

(b) the investments requircd to sccurc that the major
-part of the free world's supply of oil will
continue to come from froe world sources would dbe
endangcred, and this could lead to pcmancnt
depcndence on the Sovict bloc for a product vital
t0 nodern economics;

(¢) 1in casc of a crisis short of war, free world
countriocs would bc dependent upon the supply of
Sovict bloc 0il to an unaccceptablc cxtent;

(d) in thc undcrdevclopod countrics, the existcnce of
tho Soviot dbloc as an alternative supplicr of oil
would weaken cxisting links betwoeon these
countries and Western industriecs and therefore
asslist thce Soviet bloe in their longe-termm political
aim of scparating thesc countrics from the West.

58. BRven if the Sovict bloc docs not take over an exccssive
sharc of the oil markct, it must be of concern to the Allliance 1if
any onc member country becomes s0 dopendent upon Soviet oil
dclivcrios that its economy would suffer seriously from an
interruption of supplics, and that & thrcat to interrupt thesec
supplics could thcreforc be uscd $0 excrecisc political prossurc.
In an; case thc oxportable surplus of Soviet oil is of a
margiral nature compared to overall production and consumption in
the bloec. Sinec 0il requirements are likely to develop very
rapidiy, it cannot bec excluded that the Soviet bloc will in some
forecsccable futurc withdraw from the world oil market as did the
USSR in the late 1930's. This factor should be takcn into
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account when considering the roliability of the Sovict bloe as =
sourcc of supply for frec world countrics.

59. Sovict bloe cxports of oil to thc frce world cannot be
lookcd upon as an isolated phcnomenon, Thcy arc onc aspcet of
Tast-licst trade, and an incrcasingly important onc. In 1959
12,17, of Sovict bloc cxports to thc Testern Zureopc consisted’ of
oil, against 10,9% in 1958, The Sovict bloc finls it convenient
to offcr oil in ordcr to pay for tholr imports from the frce
world, and oil cxports play a growing rolc as an carncr of
forcign exchange, without which it would be difficult to purchasc

“fron the industrialised Vestern countries goods requircd for the

fulfilmcnt of cconomic plans, 011 is also uscd by the Sovict bloc
countrics in barter-type dcals; such deals normally provide the
bloc with commodities of rclatively low priority, but they have a
political significance out of proportion to thcir economjec wvalue
for bloc cconomics, In thc same way as othcer forcign trade in
thc bloc the Sovict oil offensive, especially in the under-
developed countrics, is to a large cxtent subjceted to

political considcrations., In this conncection, the Group has
been struck by the fact that the Sovict countries act as a
monolithic bloc in their oil policy, whercas the VWicstern
countrics in their bilateral rclations with the bloc find
themsclves in a situation whore co-ordination of ilestcrn policy
hes proved insufficient. It 18 therefore dcsirable that
attcmpts be made to co-ordinate Western policy in this field.

Considcrations with rogard to rossidble restrictions for trade
In oII or rclatcl goods

60, Morc spccirfic considcrations on import practices for
Soviet o0il, the Sovict tanker problzms and the export by the free
vorld of matorials for pipclinces to tho Soviet bloc scem
rolevant.

(1) Imports of oil

1, Tho Group has cxamincd the extent to which the prescnt
systan of trade pcrmits member countries to control the import
of crudo o0ll and petrolcum products from the Sovict blcc.
Annex X gives a summary of the sltuation in this rcspect in all
mamber countriecs. It appears from this information tnat, with
the cxcoption of Italian imports of crude oil, imports directly
from the Sovict bloc of crude and products are subjoct 0
adrniinistrative controls in all momber countrics. {If it were
dceided to check thesc imports by moans of dircct import
rcstrictions, tho existing means of control would appcar to bec
sufficicnt to 1imit the flow of Soviet bloc oil into NATO countrics,
provided thc Italian authoritios would find i possible to L
introducc controls on imports of crude oil. Howcwer, any possible
rostrictions on imports wculd, to bo effective, h.ove to bo
closcly co-ordinated by all membcr ccuntries. yuarcugh various

rd
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transactions, such as re-cxports, exports of products dcrived
from Soviet crudc, processing arrangements for the account of
third partics, unloading in bonded storege, ctc., there is a
danger that Sovict bloc o0il may lose its "identity", so that
import controls bccorac incfficient. If it werc dcecided to impose
import limitations, they would probably have to be applied to the
first cntry into_the NATO area in ordcr to avoid the difficulty
mcntioned above, '

62. It is unlikely that other countries of frec Europe and
thc rest of the frec world would agrec to introduce import
limitations similar to thosc which NATO countrice nmight decide to
imposc. Obstacles to the flow of oil into the NATO arca might
thcreforo load the Soviet bloe t0 incrcasc prcasurc on non=NATC
countrics in thc frecc world to take part of the Sovict bloe oil
which has not found a markct in NATO incmber countries., This
rcaction appears likely, especially in non-NATO Europe, since
salecs of Sovict o1l to Turopc arc largcly notivated by
ccononiic considcrations. In the underdeveloped countries,
however, vherc politicel considcrations arc more decisive for the
Sovicts, an incrcasced availability of Sovict oil for export
would hardly have any c¢ffect on the 01l offcnsivo, the more so since
0il cxports to the lcss-developed countries arc concentrated in
a fow countries which together providc only a rclatively small
morket. In 1960, total Soviet bloc oil exports to the undor-
dcvecloped countries thus amounted to only 5.5 million tons.

63. Limitations on imports of Soviet bloc oil into NATO
countries could bao expectod to havc a considcrable cffcct on Bast-
Icst tradc as a whole. They would reduce the possibility for the
Sovict bloc to meke purchascs in the Vest, a fact which might
have unfavourable rcpercussions on the ccononics of some mamber
countrios engagod in bertcr dcels with the Soviet bloc through
which they disposc of ccrtain connoditics which are difficult to
place in frco world markects. In .ny event, limitea'.lons dcsigned
to rcducc sharply the imports of Soviot bloc oil fram their
proscnt lovel would no doubt be morc difficult to introducc than
racasurcs aimed at prevonting a further cxpansion of these imrorts.

(11) Tonkers

64. In the coming ycars, tho Sovict bloe will have
inercasing roquircncnts for tankers to carry their cxpanding oil
oxports to thec free world; if these werc to reach 50 million tons
in 1965, the correcsponding tanker rcquiremonts would bc same
LL million d.w.t., varying, inter alia, with tho cxtent to which
thc pipelinc programme is completcd. According to prcsont
cstimates, the bloe flcet will, in 1965, rcach about 2 million
d.w.t. In order to mcet this dcficit, various possibilities are
opcn to the bloe,

ILATO CONIPIDENTIAL -22~-
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65. Tho fact that a substantial amount of tankers are not
under the direct control of NATO govermmcnts rskcs it difficult
to introduce effcetive restrictions on the chartcring of tankers
by Soviet bloc counirics, although it can bc assumcd that samc
prcssurc could be cxocrted on some of the non-NATO tanker fleet.
These difficultica are et prcacnt incrocascd by the depresscd
statc of the market, although, it should be noted that, from an
ovcrall point of view, the substitution of Soviet oil for oil
?romtothor sources docs not lead to any incrcased rccuirements

or tankers.

66. 1'hile the salec of uscd tankars to the bloe could
probably bec controlled in NATO countries, similar restrictions
would be very difficult to impose for tankers of non-NATO
countrics. The construction of new tankers in shipyards in NATO
countrics could be preventcd as far as direot orders from the bloc
arc concerned. But two non-NATO countries - Japan and Sweden -
have the capacity to builld tankcrs on a large scale and it may e
difficult - at least in the casc of Swecden - to induce them not
to accept Soviet bloc orders. Horeover, experience shows that
ships built for third parties might be sold to the Soviet bloe
irmodiatoly upon complction,

67. Presont Sovict bloc plans provide for the construction
of a substantial amount of tanker tonnage by 1965. Although a
stcpping-up of the programme might be hampered by a shortage of
stcel, it docs not scem that such action would prcacnt major
difficultics, cspecially since the possibility cxists that the
bloc would usc shipyard capaclity, otherwisc plamned for freighter
construction, for thc building of tankers, while importing
frcightcers from the frec world., In this rcspeet, it has been
argucd by somc membors of thc Group that, from a sccurity point
of vicw, it would be undesirablc to creatc additional ineccntives
for the 8ovict bloc to build a tanker flcct lar~c cnough for tho
bloc +0 be completely indepcndent of chartering frec world
tankc s .

€3, If rcstrictive mecasurcs were introduccd in all the ebovo-
mcntioned ficlds, this would probably croate some difficultics for
she Sovict bloc in niceting their tankcer rcquirements, at lcast in
the short run., In vicw of the arguments above, however, thc Group
is8 of the opinion thot these difficulties would not be such as to
provent the Soviet bloc from finding the tanker tonnage which
would bc requirecd to carry 50 million tons of Soviet bloc oil
cxpuerts in 1965,

(111) Pipcs and pipcline eguipment

69. Thc oil cxport cepabilitics of the Sovict bloc weuld be
incrcusod by carly complction of certain major pipclines planncd
or under construction in the bloc. A shortage of matcria_s,
cspceially large-dismeter pipe, requircd for the construct .on of
these lincs has developed in the Sovict bloe, and at prescat

-23- 1IATO_CONT IDENTIAL
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roprceents a bottlencck which bloe countrics try to overeome
inter alia, by imports from NATO countries. In 1958, COCOM
rolcascd rcstrictions on the oxport to the Sovizt bloec of pipes.
Thce Group fecls that in considering tho dcsirability of free
world oxports of pipes and cquipment for pipelines to the
Soviet bloe, account should be takon of the fact that these
doliverics will increasc the oil cxport capability of the bloec.
The Group 18 of thc opinion that restrictions on the sxport to
the Sovict bloc of largo-diametcr pipe, cquipment for pipelines
and certain tcchnical know-how would have somc dclaying effecct
on the complction of the Sovict bloc pipelinc programmec,

70. The Group wishos to point out that this roport has been
prcparcd on thc basis of the presont situation in a nnrket whiich
normally oxpcricnces rapld changes, and with the help of
statisticcl information which. because of the short time
availoblc, lcaves nmuch to be dosircd. It may, thercfore, be
advisablc for NATO, if 1t wishos to kocp undor obscrvation tho
influcnco of Sovict oil cexports in tho market, to watch
dovelomiacnts in this ficld, in order to croatc the best possiblo
basis for co-ordination of Vcstern oil policy vis-2-vis the
Sovict bloc.

NATO ~C TIDTNTIAL -2y~
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ESIIMAT'D MME CTL, PROMOCTION OF SINC-SOVIET BLOC AND FREE 7OKLD ,
L1000 metric tona)

) o | % % % %
1956 Vorld 1957 World 1958 World 1959 ¥World 1960 World
i Total Total Total Total Totol
(o) j Q) 1 (2) (3) (&) (5) (6) (7) (8) (9) {10)
FREE WORLD !
United States ; 352,849 | 42,12 353,045 40.01 330,121 36.36 | 347,073 35.47| 345,000 2.7 }
Other 386,954 16.19 | 16,5190 47,21 | 449,537 | 49.511! 484,709| 49.5k| 540,605 | £1.36
Total | 739,803 88,31 769.56&1 87.22 | 779,658 | 65.87| 831,782] 85,01 885,696 | 84.13
SINO-SOVIET BLOC
, USSR 83,795|- 10.00 8'{38 u.1:; 112, 12,43 | 129,500| 13,24 148,000 | 14.06
‘ Rumania 10,920 1.30 1, 11,3 1,2, 11,473 1.17 11,550 1,10
Hungary 1,202} o.u 675 829 0.09 1,036 0.1l 1,200 0,11
Albania 280| 0.03 490 o.os 403 |  0.04 419  0.05 600 | 0.06 |
i3 Bulgaria 2,71 0.03 286 0,03 222 0.02 194, 0.02 150 0.02 b4
& Poland 18, 0,02 181} 0.02 175 0.02 175 0.02 200 0.02
! Czachoslovakia 110{ 0.01 110{ 0.01 10 0.01 110 0.01 110 0.01
China (Communist) (1) 1,171 0.1 | 1,460] 0,16 2,230 0.25 3,700 0,38 5,200 C.49
Total . 97,915 } 11 69 112,722} 12,78 | 128,205 | 14,12 | 146,631 | 14.99]| 167,050 | 15.87
WCiLL TUTAL 837,718 | 100.00 882,286 1100.00 | 907,863 | 100,00 | 978,413 | 100.0011,052,746 | 100.00

(1) Including oil from shalc and coal.

Source: Petrolcum Press Service, Vol. XXVII, No.l (January, 1960)and Vol. XXVIII, No. 1 (January, 1961); Pravda
(32%%, dan ey, 1:61), Pole
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NET O1L IMPORTS OR EXPORTS OF SINO-SCVIET COUNTRIES
{'000 metric tons)
1958
Country Crude 01l(a) Majer Petroleum Products
Production [Net Importa?; Refinery |Net Impm'tli-b; Apparent
or Exports (~){ Output jor Exports (-) Cmmmption
(0) (1) (2) () (&) (5)
USSR 113,000 - 8,020(c) 98,000} - 5,150(Q) 92,850
ilbania L00 - 130 240 - 240
Bulgaria 220 - 150 701 + 560 630
Csechoslovakia 100 + 1,450 1,450} + 110 1,560
East Germany - + 1,100 1,030] -~ 520 510
Hungary 830 + 1,110 1,57¢) - 160 1,410
Poland 190 + 68 620! + 1,120 1,740
Rumania 11,560 - 100 9,920} - 5,750(e) 4,170
Asian countries(b) 2,260 + 400 2,400 + 1,760 4,160
Total 128,560 - 3,660 115,300] - 8,030 107,270
1959

USSR 129,500 - 11,350 108,7001 - 9,300 99,400
Albania 450 - 70 360f - 100 260
Bulgaria 200 nil 180} + 720 900
Czechoslovakia 100 + 1,800 1,750t + 250 2,000
Eost Cermany 50 + 1,600 1,450 nil 1,450
Hungary 1,050 + 1,200 2,000 nil 2,000
Polend 200 + 700 gso] + 1,150 2,000
Rumania 11,450 nil 10,550 - 5,900 4,650
Lisisn countries(b) 2,530 + 700 3,080) + 2,950 6,030
Total s, 550 - 5,420 128,920| - 10,230 118,690

Camuunist China, Outer Mongolia, North Korca, North Viet-Nam.
Embrecing export':a of 9,100 and ;.worts of 1,680, of which fram Austria 1,000,
Exports of orude oll in preceding years: 1957 - 5,920; 1955 - 3,%00;
1955 - 2,920. o
arate figures of exports and imports «f products not glven.
d l&:‘:goeding yeara' net oxports: 1957 - 4,830; 1956 - 2,400; 1955 - %.&le)).
éeg Preceding years' net exports: 1957 - 5,850; 1956 - 5,900; 1955 - 6,000,

Source; United Kingdom Delegation to NATO: United Natioms, "World Energy Supplies®,
Statistical Papers, Series G. No. 3.
-27- N.T0 CNFIDFNTTAL
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1 1957 1958 1959 1560
Oountxy | Crate | Progucts | Total | orule  Products | Total | Crude | Products | Total Crude | Products | Total
©) F 1) (2) (3) {%) Gy 1 (&) 7o @ (2 (1c) (1) (12)
KATO Buropesn Countries i ‘ ;
Bel Aunlaxedborry (Bleu) o . 785 [ 78,5 o 1%6.4 1354 O 496,1 496.1 0 355.4 3554
Denwark e ee P e c 3.5 %S5 ¢ G 70,0 70.0 0 90,0 90,0
. Prance e e . J5B.S | 195.6 8%, - £8C.0 132 939.0 1,062.2 105.0 880,0 965.0
Geowmy (P.R.) (b) . . [ 910.0m | ¢ 2.6 0 waa,6 | 2.6 562,0 796.6 [1,0568.9 ;1,217.8 ; 8,275.7
Greeco . .. | 28008 | o 230.0 | 23.0 | 30,0 | 240.0 60,0 | '450,0 1500 | 600,
Toeland c 310,0 | 3c.0m 0 260,0m| 260,00 | G f 365,0mm 365, Omme C | 385 1 3850
Italy (<) i G18,4 352.9 1 STL3 | 1,051,1 04,7 [1,155.8 012,315,7 ; 717.5 . 3,033.2 (5,500.0 ; 800.0 ' 4,500.0
Netharlende (&) o 5.0 | 5.0 0 nO| Mo |0 Rl Te0 o | 5.5 57.5
Forwsy ' o 6.6 ;. 130,0m c 1577 18,7 ¢ 0 3679 3619 c 3404 3404
Portugal [€ v} { 0 1&9.6 0 49.6 i Q | 12, H 12,5 [ 06 : 25.‘ 4
Purkey 0 0 | 0 0 o 0 0 o ,, 0 o 0 _ 0 :
United Kincdom o 18,0 | 18,0 o 17.6 376 )| 0 | 1028 12,8 ¢ 205.0 205,0
Dunkering — o :
Total .. . 3,284,7 | 1,896.3 2,156.9 3,453.2 | 3,003.5 3,960.8 | 6,980,3 51139 |4,506,7 = 9,620.6 |
Other Puropesn Oouptrics ! ; , j )
Awtria L. X I e WACOm [ LRS5O | 406.0 ‘ 8510 (1 AS0.C | LSC.C 900,0 ]
Pinland | e . [ L T e i,500.0m || B70,0 ©  925.C 1,799.0 900,0 | 1,20¢,0 2,100.0
Sweden T e . L 510,0m . . 750.0m || 260,06 | 1,20c.0 | 1,460.0 || 15C.0 | 1,75C.0 . 1,900,0
Switsarland :0 o ! 0 . . 40,0m o ! | 80.0 0 g.o i 50,0
Yugoslevia e . 19C.omp . . 340, 0n 350.0 | 105.0 | 455.0 2%.0 0 i 350.0
Total .. .- 2,620,6 | .. . 13,0700 [11,925,0 2,720,0  4,645.0 [1,770.0 | 3,530.0 . 5,300.0 ;
t and oa ! | | !
Eoypt o . o . 760.0 1,435.0 ' 2,195.0 600,0 ' 1,150,0 . 1,750.0
tyria - . 51'220'0' . . EQ-U°-°' 0" | Tasog *450.C 0 *500.0 | '500.0
Guinsa ‘ 0 0 0 ol ° 0 | 0 N .2 N 0.1oew 0 1'zo.o i lgg,c
Lebana e 0 o 0 o 0 0 00,0 | 00.0 o 00,0 0 3
Yeroooo |0 c o | Sog o | o | 65.0 | o 6.0 50 0 | 500 ;
South Africa I o 0 o ¢ c 0 o 10.0 10,0 ¢ | )
Tuniaia 0 [y ¢ I [ . 0 0 i o 15,0 15.0 .. 50,0 50,0
Total | .. e 1,220.0 | .. v 12,30.0 85,0 | 2,010 2,835.1 | 850.0 | 1,820,0  2,410,0
! ) j |
Afghenistan o LOmn L ¢ me Mg e | 40 0 a0.0 ¢ 5.0 . 50,0
InGia : 0 0 [y 0 ; ¢ 0 0 ; 0 ¢ 0.0 30,0
Tapan L0 0 ° Far Yy o | M, X0 | 250 95.0 | 750.0 [ 750.0
Total | 0 40 40 na [A:) . w7 5.0 135.0 70.¢ L .0
Qeribtown apd §, jgmerics ; [ r | '
Argentine : 0 0 c 9,Cme ) Sy On 260,0 260,0 520,0 0 0 [
Preatl Lo ¢ 0 c ! o 0 50,0 9 6c.0 0 ' 00,0 100,0
Cubs - 0 0 ) o | 0 0 0 0 o fuse.o | 0.0 | 2,000,0
Urugusy o 0 0 179m | 0 176m 300.0 170.0 4%0.0 0 oc.C 100,0
“otal 0 e | 0 1,108,0 ! 0 1,180 620,0 430.0 1,050.0 J1,680,0 | 5200 | 2,200,0 .
GAD oMb | .. - | 1,MAY w | e [sema Jeamms | 5,319 | 15,454 {9,%3.9 10,456.7 |20,020.6 '
.. = ¥pme not oveilsble, B ﬁf
Bouroes; Unless otherwise indlcate, figmes cu Lrgorts by F'A™0 countries linve Lean movided by the delegations concerned ad figures on imports by other Pres Vorld "
ommtiss Ly the United Kingdae Delegatian. In those vases where dclo_ations have not sade figwes availsble, the following smnotations have been used: g3
= %o s fiowe teken froz avex II of 4Y/I27-WB/56(Reviscd); me "or an sstimate by the Intermstianal StafT; 2’]m.mmm:eﬂn7—m’“. o

(a) Imparts of Sovlet bloc ofl at the point of first entry, pot taking irto acoount re-exparts, exports of products mroduced from Sovist bloc aruls, o the effect
af jrocessing erregennts for third parties,

| m—u—&a—dmnamummwm;560mom¢ma—-wnumwmxcmu
i ) 1 .nm,uheu-h-n,smmm,mmmamm&mmwmuundmmmmum
; {c) Fgwes for Italy imclufe ofl Sspertnll fyon the hloc an® yef¥ned for third comtries, The volums of tiwse importe reached sbout 1.2 milliom toms in 1560,

(38) Figaws fur the Nelhwriands &0 not isalude odl from the Sovist bles wriving 15 bonded starege,
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AC/12/{0 WP/ 2
COMPOSITION QF SOVIET BLOC EXPORTS OF OIL

I. Export of Crude 0il and Products by USSR to World

Information on the composition of Free World imports of
sovict Bloc o0il is not complete, Some indication may be found in
the table reproduced below which gives a breakdown of USSR exports
of oil. These figures, which are taken from USSR sources, deal
only with USSR exports and include deliveries to other Soviet Bloc
countries, :

Composition of USSR exports of oil to the

[~

' Orude 011 and Product | 1958 | 1959

| Crude o1l | ' 50.1% | u9.2%
Gasoline | 10.4% 10.3% |

ixerosene{ S Y 4 3.6%

% Diesel oil 19.2% 18.3%
Fuel o0il L 13.9% 16.8%
Lubricents ; . 1.7% 1.3%
Other products 0.3% 0.3%

Total 100.0% 1100.0%

Source: USSR trade returns,

II, _.ixport of 0il by USSR to Fre¢ Europe

2. According to these same sources, USSR exports to free
Eurcpa of oil consiet mainly of cuic oil, gas /diesel oils and
fr~l oll, This might be explained partly by the fact that exports
of p2s0line require retail distrib:iion facilities which are not
at the disposal of Soviet Bloc counries in Western Europe.

Composition of USSR exrrts of oil to

~ froe Burop)

Crude 011 and Product ' 1959
Crude oil 0 Uy 7%
Gas/diesel oils 21.5%
Fuel o1l ’ . 29.9%
Gasoline _ 2.1%
Other products . 1,.8%

Total - 100.0%

-7l- NATO CORFI~ . TIAL
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III. Imports of Cil by Free World from the Soviet Biloc

IQUE

3. The composition of oil imported from the Soviet bloc

= by NATO end other free countries of Europe appears from the teble

%below. In order to obtain & more complete picture, vstimates
have bee.. usec i1 a number of cases to supplement information pro-

Hvided by delegations or taken from other Western sources. Imports
in 1959, shown in the table below, account for nearly all the

— Soviet bloc oil exported to free Lurope. Any difference is pro-

=

; Composition of imports by free Lurope

: '000) metric tons)
72

e Crude, |Gas/die~} Fuel |

= Country o1107) el o011 | oti [0ascline
E NATO European Countries'

E Belgium and. Luxembourg 0 59 429 L
7%) Denmark , , o) 10 60 0
Tg France (2) . 123 508 344 290
. Germany (F.R.)(2 : 215 | L93 538 | 200
&) Greece 360 150 -Q 0
= Iceland 0 190 135 4o
= Italy i 2,315 O -1717 0
~ Netnherlands ‘ o 31 21 1
= Norway : - 0 28 340 0
% Iertugal 01 12 () 0
7 Turkey () 0 (0] 0]
o United Kingdom 0 o 56 0
-

@) ,

% Total 3,013 1,481 2,637 535
@) Other Ruropean Countries | ) R H

— | Austria uws | 370 | o 36
8 Finland 870 | L8o 354 95
E Sweden 260 | 6L u55 0

, Switzerland 0 0 80 0
a Yugoslavia 350 15 0 90
=

= Total 1,925 |1,506 889 | 221
72

Tﬂ GRAND TOTAL{ 4,938 2,987 3,526 756
> PERCENT 27.4% |22.6% |26.7% | 5.7%
E Scurce: Netherlands Delegation to NATO, unless otaerwise

indicated.

§1§ Frco Annex IIX.
2) In~" 'ding interzonal trade.
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AC/12TTOIWP/2
ESTIMATED FREE WORLD IMPORTS OF SOVIET B 0IL
FOR_VHICH PROVISION MADE IN EXISTING
AGREEMENTS 2 A
(*000 metric tons)
| 1961 1962
Country -
Crude |Products | Total |Crude |Producty Total
NATO Europeen Countries f : !
Belgium (o) . 267 ! 267 - - -
Denmark ] booo(2) wo0(2)) - - -
Franoe 10 . 75% | 85 - - -
Germeny (FR) 1,700 1,268 ; 2,968 1,800 | 820(3) | 2,620
Greeoe ¥50 600 1,050 L5 | 630 1,080
Iceland 0 385 385 o 385 385
Italy 3,500(4) | 8oo(a) | 4,3000)] - | - -
Norway 0 I 340 340 - - -
United Kingdm(5) ) 215 215 - 215 215
Other Europesn Countries '
Austria(6) 250 80 330 300 | % 390
! Finland 900 1,400 2,300 (7 2,600
l Sweden 2,500 to
2,700
Africa ‘
Morosco 85 P20 105 - - -
Lsis ;
Afgalmi stan o 80 80(8) - |- -
India 1,5 million tcns of products 'over & years from
‘ August 1960 ' _
Japan(9) 1,400 o l1,u00 1,700 | © 1,700
Ceylon (o] 130 130 - - -
Latin imerica
Brazil 600 100 700 600 | 100 700
Cuba(10) 3,500 950 | 4,450
|

-33-



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO CONFIDENTIAL 34~
T riOL

(1)

(2)

(3)
(L)

(5)

(6)

(7

(8)
(9)

(20)

[0)WP/2
’

o«
The amount of oil agreed to be imported under trade agree-
ment does not necessarily correspond to actual imports.
The quotas may in some instances be exceeded or they may
not be met completely. For NATO countries, however, the
Tfigures given provide the best available estimates of
likely imports. _ :

The present trade agreement with the USSR expires on
31st May, 1961. The figures given, therefore, cover the
first five months of 1961.

Covers only trade agreement with USSR.

As an indication only, the Italian reply quotes the amounts
agreed for 1960 in the trade agreements in force with
Rumania and the USSR.

Estimates provided by the United Kingdom Delegation; these
imports are outside the United Kingdom trade agreement with
bloc countries.

In recent negotiations, the USSR has suggested that Austria
take 1.65 million tons of Soviet oil in 1961, rising to
2.15 million tons in 1965, of which crude oil would be

1.5 million and 1.9 million tons respectively.

It has been reported by the USSR that Finland has agreed
to import 5.7 million metric tons of crude oil during
the period 1961 to 1965.

Source: Monitoring Service of the BBC, Vieekly Supplement
No. 95, Part III Far East (8th February, 1961).

Under the terms of the trade agreement, two Japanese
companies have signed contracts to import a total of
6-8 million tons of oil from the USSR over 1961-1966.

The USSR has undertaken to supply Cuba's demand

NATO CONFIDENTIAL -34-
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('0r metric tons orude cil equivalent)

Supply and Distribution frcm:

free
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-5

T Droesticl North | Latin North &4 Middles , . | Scviet | Total
) Derand | Anerica} America)Europe| West East 21 Bloe Supply
Afrieca :
Werth America | 528,000 |42n,000 79,500 - - 24,50Ct 3,5(( ~ 526,00
= .
;tin America | 84,500 56| 77,0000 - - 1 4,ronl -~} 3,000 | 84,500
3 . : - "~ . .
Mree Eurcpe 187,500 | 1,500] 25,00€115,0001 9,000 | 122,00C - | 15,rC | 187,5M0
rth~and
West Africa 20,600 - 2,500 - 3,25 12,754 - | 1,50 | on,nme
= . |
%.adle East 19,000 - - - - 19,000, - ~ 19,000
h]
%u (1) Ol 0O - - - - 58,750 &,75(1 57 | fL,000
= i
n transit
,gﬁt?! (2) ’ 16)259 ls750L 10-’250 - - 10;250l = = 16:250
-~
TOTAL FREE 939 ‘250 424, 250|188, 25¢ |15, 30 | 12,250 | 251,250{ 26,25Q 2r,con | 939,25¢
é WORLD ) - ’ ’ ~ [ ’ ’ ’ ’ ’
=
=
=
~ -
%.) Bornea, Burma, India, Indonesia, Pakistan, Japan and Philippines,
Ege) In transit, stcck change, and offshcre military,
Q ’ B
=
=
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=
TABLE B

=
—
Eg ILLUSTRATION OF A IBLE DEVELOPMENT OF THE SUPPLY AND DEMAND
= OF OfL _IN THE FREE WORLD 1
=
E . (' metric tons crude il equivelent)
=
e T

| Supply and Distritutien frem: E

E To: Domestis| North | Latin | Free [Nerth & Lﬁ.ddleg Soviet' Total
= Denand | Americal AmericajEurpe| West East | Asla | Bloc | Supply
72 . Afrina ]

< .
Légorth Amerima | 445,250 | 523,750 91,75 - - 29,ncof 3,750 - 648,250
!

Ziatin America | 108,750 - {103,750 - - - - 5,0 103,750
72

ggree Europg 264,500 | 1,000f 18,25¢i2n,,nf 55,0001 13C,2501 - {0,000 264,500
Cidorth and \ ! L
ofest Afriea 25,0M - - - 22,50n - - 2,504 25,%0
Eaiddle East ) 32,0M - - - - 32,000 - - 32¢1yw
daia (2) i 11,7M - 5,000 - - 78,25C]31,250 2,504 11,700

transit ] \

Ste.(3) 19,500 - 7,500 - - 12,000 - - ' 19,500
il i

2 ! H

o UL FRES 11,215,000 | 524,750] 22¢, 2500 20,000 77,500 | 201,500} 35,800 50, 00| 1,215, 00
o ' |

-

==

-

==

1

%l) Under the assumption that no special measures are taken,

) .

;2) Bormeo, Burma, India, Indonesia, Pakistan, Japan and Philippines,

]

7p

Eﬂ) In transit, stock change, and cffshore military.

®

=l

=)
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ANNEX VII to
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=

8 TABLE A

E TANKER FLEET F THE SINO-SOVIET BLOC

==

E ('ooo awt)

=

X Country 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1359 | 196n
r;@;SR 150 104 2R5 361 511 68c 768 796 92%
é&mnmist) - - - - - - - - 3
%emny (Scviet

) - - - . - - - 23|
Reland 21 2 30 30 ! 39 6ol 13| 2
Fsechoalovakia - - - - - . - 19 19
| _ ’
==

f{{@om hloo 171 205 315 391 541 719 8281 911 1,107
“yotal world 31,100 34,077 37,100 | 4r,00n | 43,000 | 47,00C | 52,60 58,700 (62,800
floo as % world 0.5 0.6 0.8 1.7 1.3 1.5 1.6 | 1.6 | 1.8
=

= Source: Compiled from Lloyds Register and statistics previded ty John I, Jarnbs
% and Co, Ltd, Since tanker fleets registered with small shipping

S countries are listed under "other countries," they cannot be extracted.
o Mid-year figures are used in each case,

Z TABIE B
= TANKER FIEET OF THE USSR

R BT AT
o AS OF lst JULY, 19 (toco got)
Age (years)
:01&! % r —m
” ow 25 and| Tennage

ﬁ lefh)! F 5-10 | 10-15 | 15-20 | 20-25 rvor | by o1oes|
E 100 - 500 - - - - n.5 ~ 0.5
= 500 - 1,000 0.8 - - 2,0 2.1 0.8 5.7
=1,000 - 2,000 3.7 25,1 - - 3.5 1.5 34,2
2,000 ~ 1,000 39.8 3.4 - 2.3 - - 45.5
£4,000 - 6,000 - - - - - - -
46’rm - B!rm h") 15-9 - - - 'J:’j-ﬂ 8702
053,00 - 10,000 255,2 | 189,9 - - - .2 453,3
=10,000 ~ 15,000 - - - - - 1.8 14.3
5,000 - 20,000 19.5 - - - - 1%.5
20,700 - 30,000 - - - - - - -
30,600 and over 32,0 - - - - 32,0
Tennage by age 365,3 2344 - L,3 6.1 82,6 692,7

Source:

Lloyds Register of Shipping

(1) One gross register ton corresponds to just cver 1.5 dead weight tons

BT L TN
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OIL PRICES

1, Comparisons of Soviet bloc o0il prices with prices of oil
Tfrom free world sources present certain difficulties in view of the
complex.oil price structure. The following paragraphs throw some
light on part of the ouestion by providing a basis for a comparison

of crude oil prices.

2. The following table givea the posed prices for various

types of free world crude oil:

E?ee World Crude 0il - Prices(1)
{ February T§§I$

$ per metric ton(2)

MIDDLE EAST

Arabian (B8afaniya), ex Ras Tanura

Arabla, ex Ras Tanura

Arabia, ex Sidon

Qatar, ex Umm 8Saild

ira ex Tripoli and/bs Banias
(1? . (36-36.95)

(11

Irag-Basrah, ex Fao

Kuwait, ex Mena al Ahmadi
Iran Light, ex Bandar Mashur
Iran Light, ex Abadan

Iran Heavy/Med., ex Abadan

‘Iran -Gach Saran, ex Kharg Is

Tia Juana-Medium

Lagunillas~Heavy
Boscan

F—

Jambur i Hassan blend (3&—3& 9°)

10.37
13.26
15.98
15.09

16.32
15.24
12.74
11.50
13.11
12.74
11.42
11.78

16.12
13.66
9.89

' Source: Petroleum Press Service (February 1961)

(1) Published export prices in US § per metric ton f.o.b.
exclusive local Port or Government charges.

(2) The prices have been converted into § per metric ton from

{ per barrel.

=39~—
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3 It should be noticed that discounts on posted prices are
traditonally granted for speclial categories of business. Recently
discouts hare been quite substantial and widespread, and according
to sow®@ reports, they have ranged from about 10% to 30%.

4. The following table gives an idea of f.o.b. prices asked
by t.e USSR for crude oll exported to various countries.

USSR Crudg 011 Prices

e

,_ $ per metric ton(1)
}Buter Mongolia 25
|Hungary, Czechoslovakia and Poland 22.5-23,75
jChina ' 21.5

'East Germany ' 19.5
Yugoslavia 17.25

- Uruguay - Brazil 15.75
Morocgo ’ 13.75

| Western countries (average) 12,50
Argontina 11

qeurce: Petroleum Press Service (September, 1960) and The Times,
. September, 0).

Q@) At 1 old rouble = $0.25

‘hese figures have been obtained by dividing the f.0.b., value in
oubles by the volume of crude o0il exports in 1959. This method
:8 obviously not sufficient to obtain a full p*~ture of USSR crude
)rices; 1t only gives average prices and does not indicate the
gquality of the crude so0id to various countries, Furthemore it
does not take into account the artificial nature of the USSR
exchange rate. )

5. It is possible to get more accurate indications of the
prices of Soviet bloec crude oil sold to certain NATO countries,
From information available to the Zconomio Serviee it appears
that the average price of $12.50 per m.t. for crude sold to
Western countries given in the ahove table 1s probably too high.
It scems that prices of about $10.50 - $11.00 f.o.b. Black Sea
parts have been quoted fog a crude oil which can be campared to
Ncrth Irag crude (36-36.9°) for which the posted price is
$6.47. If this information is correct it means that Soviet bloc
crude of this type is offered at about 33% below the posted price
for eorrespocnding Middle East cruds., A similar ploture amerges
from information available about the price asked for a Soviet bloo
orude campartble to that of Kuwait. If acoount is taken of the
¢ifference ir sulphur content, the price difference amounts to
noarly 25%. -
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ANNEX

to

S 121{0TwE 2

SUMMARY OF STUPPLY AND DISPOS.L OF CRUDE OIT, .ND FEEDSTOCKS

PROVISIONAL PIGURES (1960)

(*000 mctric tans)

Cruds 011 and Fcedstocks

Country . - .
enous rts ‘
prodifxction Tpo glcxptg,y t%:i‘uiﬁgt Brports dizgzzila
@) G 1 (& [ 0O) O] ) (6T
Belgium - 7,000 | 7,09 | 7,128 - 7,128
Dermark - N 3 34 - 34
France 10,200 | 23,250 |.33,450 | 32,500 - | 32,500
Germany 5,541 23,273 | 28,814 28,672 - 28,672
Greece - -1 4,736,5 ‘1,7}'6.5i 4,731.6 - 1,731.6
Iceland - - - - - -
Italy 2,000 29,700 31,700 30,700 674 31,374
Luxembourg(1) - - - - - -
Fethcrlands 4,808 |418,797 | 20,705 | 20,618 32 | 20,650
Norway D - 258 258 150,7 - 150,7
Portuga.l(“) .- 1-,261;9? 1 ,261.‘% 1,2,6,6) = 1,2L6,6
Turkoy(1) 355 - 365 362 - 362
United 148 46,302 | 46,450 545,132 56 | 45,188
Kingdom .
Canada 24,555 18,248 | 43,803 43,001 | 5,566 | 48,567
United 344,433 50,021 |394,454 | 396,072 L15 |}397,603
States .
Total 390,050 | 219,97244610,122,4) 607,347.9 | 6,743 |615,206.9

(1) 1959 tigures from GEEC document DT/ %/ PEA0, 120(Revised)

41
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TaRLE B

SUMMLRY OF SUPFLY ALND DISPOS.L OF ALL F PRODUCTS

PROVISI FIGUHES (1

NATO CONFIDENTIAL
ANNEX te
A 127(0)Wr 2

(' 000 meiric tons)

Country R::tj‘;\:? Imports I?‘tuﬁle: Su;:vplyw“1 It):lm:rin;. Bunkers Exports Diggg&s
consumpt ion

1©) 1) (2] 160 I OV) [C)M ) [¢)E R )
Belgium 6,714 3,547 - 10,258 6,328 729 3,032 10,089
Denmark 39 5,034 157] 5,227 b, 945 317 - 5,262
France 29,500 2,850 | 1,055} 33,405 25,100 2,200 4,360 31,660 é-,
Germany 28,021 7,768 | 555] 36,345 28,005 1,656 2,787 32,439
Greeos 1,615.4 912 | - 2,527.5] 1,889.7 607.4 27.6 | 2,527
Tceland - L05(b] - 405 380 (b) 50(b) - 400(b)
Italy 28,980 1,287 - 30,267 18,885 3,498 7,791 30,174
Luxenbourg (a) - 197.2] - - 197.2 1953 | - 0,5 195.8
Nctherlands 18,750 5,149 - 23,899 8,605 2,156 12,900 | 23,661
Norway 116,49 3,693 5} - 3,809.6f 3,285.4 350, 1 13.7 3,6L9,2
Portugal (a) 1,173.4 L97.5f - 1,670,9] 1,216 345,2 320,6 1,881,8
Turkey (a) 337 1,208,5) =~ 1,545.5]  1,395.4 - - 1,395.4
United Kingdom 41,125 | 13,245 396] 54,766 39,585 k4,273 8,792 52,650
Canada 34,013 4,362 - 38,375 39,474(¢) - 398 39,872
United States 415,730 | 38,884 - | u54,614 1 462,058 11,100 9,698 482,848
Tetal mmﬂA BT 3T, 2817 | B50,120,4 718,701,

a) 1939 figures from OZC cocument DV K/ F¥/ 60,120(Revised)

sbg Secretariat eatimate

"~} Includes bunkering

NATO CONj' TORNTLAL
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BELGIUM and
T UXERSOURG :

CAN

a8

DENMARK:
FRANCE:

GREECE:

GERMANY:

ICEI AND:

JTALY:

NETFERLANDS:

UNTRY S CONCERNING NATIONAL PRACTICE
O THTORT ANS RYBORT OF 80VE

Imports are subject to. licensing Imports of

gas 01l and fuel oil are further limited by
quotas,

No quantitative restrictions in effect on imports.
Re-exports are subject to licensing.

Import licences required in order to limit imports
to the amounts foreseen in trade agreements.

Soviet bloc oil imports are kept within the limits
of existing trade agreements by a licensing con-
trol system appliocable to imports of crude oil
and products from all countries,

In order to fulfil trade sments, government
regulations ensure that 30% of the total imports
of crude o0il and products not refined in Greece
come from countries with which Greece has
bilateral trade agreements,

Imports of o0il and oil products are subject to
licensing in order to limit imports to amounte
foreseen in trade agreements, These amounts do
not constitute import conmitments, but only
guarantee that licences, if applied for, will be
issued within the 1imits of the agreements.

In order to fulfil trade agreements, the entire
requirements of Iceland of fuel oil, gas oil and
automobile gasoline are imported from the Soviet
bloc.

Import of crude oil is free, while imports ol
0il products are subject to licensing control,
in order to keep imported amounts within the
limits of existing trade agreements

Imports of crude oil are subject to licensing.
Licences are, in principle, granted autcratically,
but 8o far none has been applied for, Imports
of oil products are also subject to licensing.
Licences are issucd only for imports that are
offset by sales of products of which expcrts are
promoted by the government. Re~-cxports are
subject to licensing, but are, in practicﬁgfree

to all countrieas other than those of the 3oviet
bloc,

-L3—- NATO CONFT ENTIAL
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01l imports from Rumania are in principle free
but in practice limited to the walue of Norway'a
exports to Rumania. 01l imports from the rest
of the Soviet bloc are subject to licensing, in
order to 1imit imports to the amounts stipulated

in trade agreements. Re-exports are subject to
licensing. .

Crude 0il and gas oil have been imported from
the Soviet bloo, but only to the extent that
such imports were offset by exports to the bloc
of Portuguese surplus products,

Imports are sﬁbjaet‘to licensing control, and
Tew licences are issucd. 0il is not included
in the trade agreoment with thc USSR.

' No restrictions concerning Soviet bloc oil in

particular exist, but in the application of
global restrictions on orts of crude oil and
petroleum produots a number of advantages oon—-
ceded to other countries are denied to Soviet

- bloc countries.

-
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